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EXECUTIVE SUMMARY

On March 31, 1999 the Urban Institute (Ul) organized a United States Agency for
International Development (USAID) sponsored conference entitled, “Housing Development
in Hungary: Challenges and Opportunities.” As part of the Public Education Program, Ul
worked with the public relations firm, Hill and Knowlton, to develop the press kit and
organize a press conference that would highlight an on-going project in housing
development and to gain national media coverage for an event outside of Budapest. This
report consists of an analysis of the conference’s media coverage, the articles, and the
press Kkit.



“HOUSING DEVELOPMENT IN HUNGARY: CHALLENGES AND OPPORTUNITIES”
NYIREGYHAZA, TOWN HALL, MARCH 31, 1999
PRESS CONFERENCE

A BRIEF EVALUATION OF MEDIA COVERAGE
Brief evaluation with respect to impact

The press conference of the event had two goals. First, it was to highlight the on-
going project on housing development, the cooperation of banks, developers, and the local
government to encourage professional residential development in Hungary and in
Nyiregyhéza itself. Secondly, to gain national media coverage for an event outside
Budapest. The first goal was achieved as the entire local media was present at the event
and reported on the example of Nyiregyhaza. The local impact of the event cannot be
overestimated as local TVs covered it in their evening news programs and best-selling local
papers published articles on the event. With respect to the second goal, the gaining of
national media coverage, the event had limited success. Five journalists working for
national papers were present at the press conference, but only one article got into the
national media. The reasons behind this fact are that:

In the wake of NATO’s bombing of Serbia, the national media focussed on the war
and showed little interest in a conference in the countryside.

The national media’s focus is traditionally Budapest-centered.

Local correspondents have very little say as to what is going to be published in
Budapest papers.

Furthermore, the Mayor of Nyiregyhaza was present at the press conference and
“stole the show” from representatives of AID and the Metropolitan Research Institute giving
the whole event a more local flavor. Importantly, all the press coverage focused on the
intended messages highlighting the key role of finance in housing development.

A brief evaluation with respect to intended messages

The issue that the press conference raised was the lack of cooperation between
local governments, housing developers and banks. The main messages of the press kit
were as follows:

There are very few houses built by professional developers in Hungary.

Housing built privately is of inferior quality and construction takes longer, hence the

emergence of housing developers would be advantageous to everybody.
The lack of professional housing developers can be explained by the reluctance of
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banks to finance such entrepreneurs.

If banks were prepared to provide the necessary loans for developers, they could
build housing that is cheaper and of superior quality in a shorter period of time

than privately-built houses.

Press coverage of the event focused on the lack of cooperation between banks and
entrepreneurs. Most of the articles highlighted the low percentage of housing built by
professional developers and referred to the fact that this percentage is considerably higher
in Western countries. In accounting for this phenomenon, the media mentioned the high
collateral demanded by banks from entrepreneurs and the difficulty of pre-financing
housing construction. Local papers shared the speakers’ optimism with respect to
decreasing inflation and more stable macroeconomic environment, which would result in

an increased demand for housing.
List of participating journalists:

MTI Hungarian News Agency:
Magyar Hirlap:
Magyar Nemzet:
Népszava:

Napi Gazdasag:
Kelet-Magyarorszag:
Futar:

Jonatan Radio:
Hungarian Radio:
PROFI:

VTV Nyiregyhéza:
Déli Hirlap:

Miskolc TV:

List of publications:

Housing Sector Assisltance Project

Daniel Bagoly
Dr. Antal Fekete
lldikd Toth M.
Tunde Herczku
Botond Lanyi
Zsolt Nyeki
Ancsa Szaraz
Csaba Falus
Tibor Szoboszlai
Sandor Pasztor
Zsuzsa Csépany
Laszlo Kiss
Laszl6 Kerényi

Publication Type Date Circulation Title
Népszabadséag Political daily April 23 280,000 “American advice”
Napi Gazdasag Financial daily April 7 14,000 “Due to a lack of loans,

Kelet-Magyarorszag  Regional daily April 1

housing development
stagnates”
55,000 “More, but smaller”



= Public Education, Media Analysis, Articles and Press Kit

Housing Development in Hungary: Challenges and Opportunities (March 31, 1999)
Nyiregyh&zi Naplé Regional daily April 7 41,600 “Housing development from
the American perspective”
Futar Local daily April 9 100,400 “New challenges”
Naplo Local weekly April 20 55,000 “Re-birth of districts?”

List of interviews:

Miskolc TV (Ivan Tosics)
VTV (Larry Birch, Ivan Tosics, Mayor Csabai)
Profi (Larry Birch, lvan Tosics)
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Press release
For immediate release
March 31, 1999

Partnership between Bankers and Housing Developers
Could Revolutionize Housing Construction

Today, less than 10 percent of housing in Hungary is built by professionals, compared to
more than 90 percent in most developed countries. Participants of a conference on
“Residential Developmentin Hungary: Challenges and Opportunities” in Nyiregyhaza argue
that the cost of this both to families and the economy is steep: the number of newly built
houses has sharply decreased since 1990, housing is generally lower quality, comes with
no guarantees, and construction takes much longer —which is made evident by the number
of half-built houses all over the country. The Conference, sponsored by the United States
Agency for International Development (USAID), brought together potential developers,
bankers and local government officials from all over Hungary to examine the principal
challenges of housing development and the benefits of an eventual cooperation between
developers, bankers and local governments.

According to Lawrence E. Birch, Senior Advisor at USAID, access to bank loans is a crucial
component for housing development everywhere in the world, and in Hungary the lack of
access is stymieing development. It is not that entrepreneurs are unwilling to enter the
construction market, he said, but the banks are reluctant to provide the necessary funds
for them and few entrepreneurs can afford to pre-finance the immense costs implied by
housing construction.

At the moment, banks demand high equity and high collateral (reportedly 150 to 200
percent of the loan amount) from potential developers. Banks also consider lending to
housing developers a risky business: in general they are conservative in their lending
policies and issue loans only to well-known customers. This means that only large
developers, who have substantial cash equity and experience, can hope for bank loans,
whereas, as Mr. Birch emphasized, in most market economies smaller developer firms
make up the lion’s share of the market and their competition has made housing more
affordable for ordinary people.

The result of the current situation is not only lost opportunities for banks and
entrepreneurs, but a heavy burden on households, who now organize construction of
almost all housing in Hungary, increasing steadily from 80 percent in 1992 to 92 percent
in 1998. As taking out bank loans is difficult for natural persons as well, people have to rely
on self-help, loans from relatives and friends and employ cheaper gray-market labor.
Housing built in such a way is usually of substantially lower quality than that built by
professional developers, there are no warranties, and the construction process is also
considerably longer because of the reliance on informal financing methods. The
employment of gray-market labor, furthermore, deprives the government of important tax
returns.

The stronger involvement of entrepreneurs in housing construction, therefore, would be



desirable, say the participants of the Nyiregyhaza conference. The meeting is also an
opportunity for bankers and developers to learn to sharpen their abilities to understand the
market and to develop marketable products. The lack of these abilities on both sides has
substantially contributed to lenders’ conservatism.

The conference on “Housing Developmentin Hungary” advocates a system in which banks
provide affordable loans on realistic conditions to professional developer firms, who build
better-quality and cheaper housing —a cooperation founded on growing confidence in each
profession’s ability to read and respond to the market. For the picture to be complete,
relations between developers and local governments should be improved as municipalities
often do not know how best to encourage residential development, and are often slow in
approval of building permits and less than cooperative in road construction and utility work.
With gradual economic growth, this partnership could be a catalyst to a real estate a boom.



Sajtokdzemény
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Azonnal kozolhetd

A bankérok ésépités vallalkozok egyuttmikddése hozzaj arulna a lakasepités fej|ddéséhez

Magyarorszagon az Ujonnan éplild lakasok kevesebb, mint 10%-&t épitik vallalkozok, mig ugyanez
az arany alegtobb fejlett orszdgokban eléri a90%-ot. A Nyiregyhédzan megrendezett, , Vallalkozbi
|akasépités Magyarorszagon: kihivasok és lehetdségek” cimi konferencia résztvevdi szerint ez az
alacsony arany mind mikro-, mind makrogazdasagi szempontbdl kedvezdtlen. Az Ujonnan épuilt
lakasok szama 1990 6taj el entdsen csokkent, dltal aban mindségik sem javult, nem vonatkozik rgjuk
semmilyen szavatossag és felépitésiik is egyre hosszabb iddt vesz igénybe, melyet a félbemaradt
épitkezések gyakorisagais mutat. Az Egyesiilt Allamok Nemzetkozi Fejlesztés Hivatala (USAID)
atal tamogatott nyiregyhazi konferencidn a gyakorl6 és leendd épitési vallalkozdk, valamint a
bankok és 6nkormanyzatok képviseldi megvitattak a hazai |akasépités nehézségeit és az esetleges
jovBbeni egyUttmikodésiikbdl szarmazo eldnyoket.

Lawrence E. Birch, aUSAID fétanacsaddja gy véli, hogy alakasépités avildg minden orszagdban
foképp a bankkdl csontkhdz valé hozzdjutdson milik. Magyarorszagon a hitelek el érhetdségének
hidnya afejlddés egyik gétja. Mint elmondta, hazénkban nem arrdl van sz, hogy avalakozok nem
akarnak belépni az épitési piacra, hanem arrdl, hogy a bankok vonakodnak a sziikséges kol csonok
épitkezéshez szilkséges koltségeket.

A leendd épitési valakozoktdl a hitelintézetek jelenleg magas sgjat toke ardnyt és tdbbszoros
fedezetet varnak el (egyesinformaciok szerint az igényelt 6sszeg 150-200%-at). A bankok évatos
hitelkihelyezési gyakorlata mogott az al, hogy dtalaban rendkivil kockazatos Uzletnek tartjék
lakasépitési valalkozasok finanszirozasat, s ha kolcsondznek is ilyen jellegl projektekre, a méar
ismert, nagyobb épitési valalkozokat részesitik eldnyben. Birch Ur hangsulyozta, hogy a legtdbb
piacgazdasdgban nem a nagyobb véllalkozok a lakésépitési piac meghatarozoé tényezoi, hanem a
kisebb cégek, melyek egyméskozti versenyealakasvasarl ast szél esebb rétegek szamaraisel érhetové
teszi.

A megfeleld hitelek hidnyabdl nemcsak a bankoknak és vallalkozoknak szarmaznak veszteségei,
hiszen jelentds profittdl esnek el, hanem alakossag egészének is. Ma, amagyarorszagi | akasépitések
csaknemteljesegészét maganszeméyek végzik: 1992-ben az U hazak 80%-at, 1998-ban mar 92%-at
épitették maganszemélyek. Mivel avalakozokhoz hasonl dan nekik sem kdnny( hitelhez jutni, az
épitkezések tulnyomo tobbsegét onerdbdl vagy bardtok és rokonok altal folydsitott kil csonokbdl
finanszirozzak, gyakran illegdlis munkasokat alkalmazva. A maganiton épitett lakdsok gyakorta
alacsonyabb mindségi szintlek, nincs rgjuk szavatossag, valamint az akadozd pénzforrasok miatt
az épitkezésfolyamataiselhtizodik. A sziirke-gazdasagbeli munkaerd alkal mazasardadéasul jel entds
adobevételtdl fosztja meg az dlamot.

A nyiregyhézi konferenciarésztvevdi szerint afelsorolt okok miatt kivanatos lenne, haminél tobb
vallalkozo kapcsolédna be a lakasépitésbe. A rendezvényen meghivott bankarok és vallalkozok



amerikai szakértdk piacismeretrdl és marketingrdl sz6l6 eldadasain is részt vehettek, hiszen a piac
ismeretének hianya — mindkét oldalon - jelentdsen hozzgjarult a bankok 6vatos hitelezési
gyakorlatanak kialakulésahoz.

A , Vallalkozbi lakasépités Magyarorszagon” cimQ konferencia olyan rendszer |étrehozésat
szorgalmazza, melyben abankok redlisfeltételekkel, el érhetd hitel eket adnak avallalkozdknak, akik
a maganszemélyeknél olcsdbban és hatékonyabban tudnak jobb mindségl lakasokat épiteni. A
rendszer kialakitasahoz szorosabba kell, hogy vajon az ingatlanfejlesztdk és az dnkormanyzatok
kozti kapesolat is, hiszen az dnkormanyzatok gyakran tanacstalanok, hogy miképp lehetne a helyi
lakasépitési kedvet 6sztdndzni. Tovabbaaz iseldfordul ésorvoslasraszorul, hogy ahelyi hatésagok
a vélakozok munkgjat gatoljak az épitési engedélyek késel kiaddsaval, illetve az Uthalozat- és
kozmlellatés kiépitésének halasztésdval. Megfeleld gazdasagi novekedés mellett, tehdt a
vallalkozdk, bankérok és dnkormanyzatok fent vazolt egylttmikddése fellendithetné a hazai
| akéasépitést.



